
May 2,2005 

VIA HAND DELIVERY 

Marlene H. Dortch, Secretary 
Federal Communications Commission 
445 Twelfth Street, S.W. 
Washington, D.C. 20554 

RECEIVED 

MAY - 2 2005 

Re: Darien Telephone Company, Inc. 
CC Docket Nos. 96-45 & 00-256 
Request for Review of an Administrator Decision 

Dear Ms. Dortch: 

John Staurulakis, Inc. (“JSI”) respectfully submits the enclosed Request for Review of an 
Administrator Decision (‘‘Request for Review”) on behalf of Darien Telephone Company, Inc. 
(the “Company”). The Request for Review is made pursuant to Sections 54.719 and 54.722 of 
the Commission’s Rules’ and requests the Wireline Competition Bureau to review a decision by 
the Universal Service Administrative Company (“USAC”) which has significantly reduced the 
Company’s Safety Net Additive support. 

Please contact the undersigned at JSI with any questions concerning this filing. 

Sincerely, 

Director - Regulatory Affaalrs 

on behalfof 
Darien Telephone Company, Inc. 

Enclosure 

cc: Tom Navin, Chief, Wireline Competition Bureau (via hand delivery) 
Irene Flannery, V.P.,  High Cost & Low Income Division, USAC (via first class mail) 
Karen Majcher, Director, High Cost Support Mechanism, USAC (via first class mail) 

See47 C.F.R. $5 54.719 & 54.722. I 



In the Matter of 

FEDERAL COMMUNICATIONS Before the COMMISSION RECEIVED 
- 2 2005 

Washington, D.C. 20554 

Request for Review by ) CC Docket No. 96-45 
Darien Telephone Company, Inc. ) CC Docket No. 00-256 
Of Decision of Universal Service ) 
Administrator ) 

To: Chief, Wireline Competition Bureau 

REOUEST FOR REVIEW OF AN ADMINISTRATOR DECISION 

Pursuant to Sections 54.719 and 54.722 of the Commission’s Rules,’ Darien 
Telephone Company, Inc. (the “Company”) hereby requests the Federal Communications 
Commission (“FCC” or “Commission”) to review a decision by the High Cost & Low 
Income Division of the Universal Service Administrative Company (“USAC‘? regarding 
recalculation of the Company’s Safety Net Additive (“SNA’) support. As demonstrated 
herein, the Company has been significantly adversely affected by USAC’s decision to 
recalculate the SNA support that the Company receives. 

USAC’s decision to recalculate the Company’s SNA support was based on a 
recently announced interpretation by the FCC’s Wireline Competition Bureau (“Bureau”) 
of Section 36.605 of the Commission’s Rules (the “SNA Rule”).’ This recalculation has 
resulted not only in reduced monthly support that is appreciably less than the amount the 
Company received previous to its decision but also requires the Company to pay back 
SNA support that would not have been advanced to the Company if USAC had obtained 
the Bureau’s interpretation of the rule from the outset. 

If USAC’s decision is allowed to stand, the Company will be denied the 
predictability and incentives that the SNA Rule was designed to provide the Company in 
order for to make investments in its network infrastructure to better serve its 
communities. Further, because USAC failed to provide any notice of the possibility that 
the Company’s SNA support would be recalculated, it appears that the Company’s due 
process rights have been violated. Accordingly, the Company respectfully requests that 
the Commission conduct a thorough review of this matter and overturn USAC’s decision 
to recalculate the Company’s SNA support. 

I See 41 C.F.R. $6 54.719 & 54.722. 

See 47 C.F.R. 9 36.605, 2 



1. Background 

The Company is a m a l  telephone company that is a recipient of SNA support. 
The Company has been receiving SNA since January 2003. SNA is an additional 
universal service support provided to rural carriers that have made significant investment 
in rural infrastructure during the period in which the support level would otherwise 
exceed the indexed cap on the high-cost support loop hnd.’ A11 universal service 
support, including SNA, is administered by a not-for-profit corporation, USAC, under the 
direction of the FCC. Section 36.605 of the Commission’s Rules, the SNA Rule, 
specifies how SNA support is to be calculated for rural telephone companie~.~ 

The Company received a letter from the High Cost & Low Income Division of 
USAC dated March 2,2005, informing the Company that a “clarification” by the FCC of 
the SNA Rule required USAC to recalculate the Company’s SNA support both on a 
prospective 
SNA support has been reduced from $7,666.00 to $1,968.00, a difference of $5,698.00. 
Regarding the retroactive adjustment, the USAC Letter indicates that the Company owes 
USAC $125,074.00 (“the prior period adjustment”).6 This prior period adjustment has 
been deducted from the total amount of support provided to the Company in the NECA 
settlement process.’ 

a retroactive basis.’ On a prospective basis, the Company’s monthly 

See FederalSlate Joint Board on Universal Service; Multi-Association Gmup (MAG) Planfor 1 

Regularion aflnfersrare Services ofNan-Price Cap Incumbent Local Exchange Carriers and lnterexchange 
Carrierr, CC Docket Nos. 96-45,00-256, Fourteenth Repon and Order, Twenty-Second Order on 
Reconsideration, and Further Notice of Proposed Rnlemakjng in CC Docket No. 96-45, and Report and 
Order in CC Docket No. 00-256, I6 FCC Rcd I1244 (2001) (“MAG Order”) at paras. 78.80. 

4 See47 C.F.R 5 36.605. 

See Letter from Karen Majcher, Director, High Cost Support Mechanism, WAC, to Kenneth 5 

Johnson, Daricn Telephone Company, Inc., dated March 2, 2005 (“USAC Letter”) at 1 (Attachment 1) 

Id. at 2. In the W A C  Letter, the actual total amnunt of SNA support received to date is subtracted b 

from an estimated total SNA support that would have been received if USAC had used the FCC’s 
interpretation of the SNA Rule in making the Company’s SNA calculations. This results in a signifcant 
balance of funds king owed to USAC. 

, See the Company’s March 30, 2005 statement fromNECA showing the deduction of the ‘prior 
period adjustment" from the total amount due to the Company (Attachment 2). The amount specified on 
the NECA settlement is $130,772.00 which contains both the ‘prior period adjushnent” of $I25,074.00 & 
an additional amount of$5,698.00 which is the difference between the revised monthly support and the 
January 2005 monthly support. 

n 



11. Grant of Request for Review is Justified 

1. 

SNA support is designed to provide rural carriers with “appropriate incentives” 

Statement of the Partv’s Interest in the Matter Presented for Review 

and “predictability” to invest in the network infrastructure serving their communities.* In 
hamony with this goal, the Company has relied upon receiving the full SNA support that 
USAC had indicated it would receive when it made its original calculations and has 
continued to invest in its network infrastructure in order to better serve the communities 
located within in authorized service area. 

In making its decisions regarding future investment in its infrastructure, the 
Company had no knowledge that the SNA support would be reduced or subject to a 
possible “take back.” The first notice provided to the Company indicating that its SNA 
would be recalculated was the USAC Letter received in March 2005, in which it 
informed the Company that effective immediately, the monthly SNA support would be 
reduced by $5,698.00 and that the Company would have to immediately pay back all of 
the ‘prior period adjustment” received to date which amounted to $125,074.00. 

Because of USAC’s failure to provide any notice that the SNA support may be 
recalculated and the drastic steps that it has taken when it discovered that its 
interpretation of FCC rules were not in accord with the Bureau’s, the Company has been 
negatively impacted financially and its ability to invest in network infrastructure to better 
serve its communities has been severely curtailed. 

2. 

The person whose signature appears below is an authorized officer of the 
Company and hereby declares that the information contained herein as it pertains to the 
Company is true and accurate to the best of my knowledge, information and belief. 

Statement of Relevant. Material Facts 

In the USAC Letter dated March 2,2005, USAC informed the Company that 
because the Bureau had “clarified that SNA support should be based on the amount 
calculated for the first qualifying year,” USAC is “required” to recalculate SNA support 
for companies that filed subsequent SNA qualification letters after their initial 
qualification letter.’ On its web page, USAC attached a copy of the letter in which the 
FCC made this clarification (the “Bureau Letter”).” 

8 MAG Order at paras. 80 &! 81 

See USAC Letter, Attachment I .  9 

See USAC web page (www.universalservice.ord containing copy of letter dated January 14,2005, 10 

from lefhy J. Carlisle, Chief of the Commission’s Wireline Competition Bureau to Irene Flannery of 
USAC. Attachment 3. 
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The Bureau Letter cited a memorandum dated November 24,2003, in which 
USAC sought assistance from the FCC’s Telecommunications Access Policy Division of 
the Bureau regarding the application of the SNA Rule in the context of carriers that meet 
the SNA eligibility criteria in more than one period (the “Memorandum”).” In the 
Memorandum, USAC specifically asked the FCC’s guidance as to “whether carriers who 
meet the SNA eligibility criteria in more than one period may be eligible to receive 
additional support, and if so, how much and over what period of time.”‘2 To be eligible 
for SNA, a rural carrier must realize growth in Telecommunications Plant in Service 
(“TPIS”) per loop of at least 14 percent more than the study area’s TPIS per loop 
investment at the end of the prior p e r i ~ d . ’ ~  In the Memorandum, USAC provided an 
example of a rural telephone company that met the 14 percent TPIS trigger in two 
subsequent years and posed three alternative methods for calculating SNA support, the 
first one being a scenario in which SNA support should be based on the amount 
calculated for the first qualifying year.14 

Over a year after USAC posed its questions to the Bureau, the Bureau responded 
in its Bureau Letter dated January 14,2005. The Bureau found that USAC’s first 
scenario was the correct application of the SNA Rule under the example that USAC 
presented and stated its conclusion that ‘‘unless the Commission changes section 36.605 
of its rules, SNA support shall be based on the amount the carrier receives its first 
qualifying year.”” The Bureau Letter made no reference to USAC’s recalculating SNA 
support received by carriers that met the 14 percent trigger in two subsequent years nor 
did it give any directive that its “clarification” was to be applied retroactively. 
USAC Letter dated March 2,2005, however, USAC announced that the clarification 
“required” USAC to recalculate SNA support for companies that filed subsequent SNA 
qualification letters after their initial qualification letter on both a prospective and 
retroactive basis.’’ The USAC Letter then provided the revised monthly support and the 
prior period adjustment amounts explained in Section I above. 

In the 

3. Question Presented for Review 

Was USAC justified in recalculating the Company’s SNA support on a 
prospective and retroactive basis or do concerns for fulfillment of Commission objectives 
and due process rights direct USAC to do otherwise? 

I, See Id. at 1 citing the Mcmrandum at 1. The Company has not seen a copy of the Memorandum 
nor could it find a copy on the FCC’s Electronic Comment Filing System. 

Bureau Letter at I .  

Id. citing47 C.F.R. § 36.605(~)(2). 

Bureau Letter at I 

Id. 

See W A C  Letter at 1. 

12 

I’ 

I* 

I5 

16 
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4. Statement of Relief soueht and relevant statutow or regulatory 
provision Dursuant to which relief is sought 

The Company requests that the Commission determine whether USAC was 
justified in significantly reducing the Company’s SNA support. According to USAC, the 
Bureau’s recent interpretation of the SNA Rule required it to recalculate the Company’s 
SNA support both on a prospective and retroactive basis. The Company, however, is not 
aware of any such directive and requests the Commission to conduct a thorough review 
of this matter to ensure that its objectives for SNA support are being met and that due 
process concerns are not violated. 

Given that the Commission established SNA support solely to provide rural 
carriers with “appropriate incentives” and “predictability” to invest in the network 
infrastructure serving their communities;” it would appear that significantly reducing 
promised support to rural carriers would be entirely contradictory to the very existence of 
SNA. USAC distributes all universal service support, including SNA, under the direction 
of the FCC.l8 According to the Bureau Letter, in November 2003, USAC sought 
guidance from the Bureau regarding how the SNA Rule should be applied in situations 
where carriers have met the SNA eligibility criteria in more than one period and believed 
that there were at least three different ways for SNA support to be calculated in these 
situations.” In response to USAC’s request, !he Bureau was silent for over a year. 
During this period, USAC evidently chose a method which the Bureau later deemed not 
to be correct. Nevertheless, the method USAC chose appears to have been one USAC 
considered to be consistent with the SNA Rule, and it continued to use this method until 
the Bureau responded with its interpretation. The Company has then relied on this 
method of calculation to plan and execute investments into its network infrastructure to 
better serve the rural communities that it serves. 

To allow USAC to suddenly determine that the SNA support that the Company 
has relied upon for both past and future investments must he totally recalculated without 
a full review of its actions would destroy the “predictability” that SNA support was 
designed to achieve. Accordingly, the Company urges the Commission to make a 
thorough review ofUSAC’s actions, including a finding as to whether USAC’s initial 
method for advancing the SNA support is in violation of the SNA Rule, and if so, 
whether other alternatives exist that are more in line with the Commission’s stated 
purposes for SNA than recalculating all of the Company’s SNA support. 

Additionally, the fact that the Company was not provided with any indication that 
the SNA support may be recaIculated or even that there was any question regarding 

I’ See MAG Order at paras. 80 & 81 

See Semiannual Report of FCC Inspector General, 2002 FCC Lexis 2823, Memorandum (2002) 18 

at 2. 

See Bureau Letter at 1, I9 
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USAC’s interpretation of the SNA Rule raises serious questions regarding whether 
constitutional due process rights have been violated. 

The U S .  Court of Appeals for the D.C. Circuit has found that “’[due] proccss 
requires that parties receive fair notice before being deprived ofproperty”’ and that 
where an interpretation of a regulation is not sufficient1 clear to warn a party about what 
is expected of it, due process rights have been violated$ The court found that in these 
situations, “[s]uch confusion does not inspire confidence in the clarity of the regulatory 
scheme.”” The Company fully trusted USAC’s method of calculating SNA support in 
making investments in its network infrastructure to better serve the communities in its 
service area. The only “notice” that the Company received regarding recalculation of its 
support was the USAC Letter informing the Company that effective immediately all its 
support on a prospective and retroactive basis would be recalculated according to the 
Bureau’s recent interpretation. The Company had no reason to believe that USAC, which 
is under FCC oversight, was calculating its SNA support in a manner inconsistent with 
FCC directives. It was totally unaware of the Memorandum raising issues regarding 
interpretation of the Rule (and still has been unahle to locate a copy of the document). 
Accordingly, not only did the Company not have adequate notice that its SNA support 
would be reduced, it had no reason to even expect that the agency would take such action. 

Further, USAC failed to make the required showing that it had the requisite 
justification or “rational purpose” when it applied the Bureau’s interpretation 
retroactively and then required the Company to pay hack support that had previously 
been advanced. The Supreme Court has ruled that “(t)he retroactive aspects of 
legislation, as well as the prospective aspects, must meet the test of due process, and the 
justifications for the latter may not suffice for the former.”zz Expounding upon this 
precedent, the Court declared that the due process standard requires a “showing that the 
retroactive application of the [regulation] is itself justified by a rational . . . purpose.”23 
USAC seeks to justify its actions by stating that it was “required” to recalculate the 
Company’s SNA support because of the Bureau’s recent interpretation. The Bureau 
Letter, however, gives no directive as to whether its interpretation should be applied 
retroactively or prospectively nor does it give any directive regarding recalculation of 
existing SNA support. USAC provides no evidence that it even sought the advice of the 
Bureau before applying its interpretation retroactively. 

Trinizy Broad. v. FCC, 21 1 F.3d 618,628 (D.C. Cir. 2000) (quoting General Electric Co. v. EPA, 
53 F.3d 1324. 1329 @.C. Cir. 1995) (GE)) and citing other cases with similar precedent). In GE, the court 
held that the EPA could not fme GE for its failure to comply with the agency’s interpretation because the 
regulation was “so far from a reasonable person’s understanding ofthe regulations that [the regulations] 
could not have fairly informed GE of the agency’s perspective.” GE, 53 F.3d at 1330. 

20 

GE, 53 F.3d at 1332 

Bowen v. Georgetown Hospital, 488 US. 204 (1988) (“Bowen”) citing Usery v. Tumer Elkhorn 

21 

22 

Mining Co., 428 US. I ,  16-17 (1976). 

23 Bowen citing Pension Benefit Guaranty Cop. v. R.A. Gray & Co., 467 US. 717,730 (1984)) 
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111. Conclusion 

SNA support has been designed specifically to provide mal caniers, like the 
Company, with the predictability they require to make investments in their network 
infrastructure to better serve their communities. Rural carriers, like the Company, have 
made use of this FCC-created mechanism and invested in network infrastructure based on 
USAC’s calculations of the amount of SNA support they should receive. Accordingly, 
any decisions by the FCC or USAC that might affect the predictability of the amount that 
these carriers are receiving should be made with the utmost care and seriously evaluate 
whether any alternatives exist before making any reductions in the amount of support. 

As demonstrated hercin, however, when USAC finally received a response to its 
inquiry regarding its interpretation of the SNA Rule and discovered that its interpretation 
was not in line with the Bureau’s interpretation, it took the most drastic action possible - 
reducing the entire amount of the Company’s SNA support. This decision apparently 
was taken by USAC on its o w  initiative and with little or no consideration to less drastic 
alternatives that might be more in line with the Commission’s stated objectives. Further, 
USAC totally disregarded constitutional due process rights by immediately reducing the 
total amount of support on a prospective and retroactive basis, providing the Company 
with no prior notice of even the possibility that the Company’s SNA support might be 
recalculated. For these reasons, the Company urges the Commission to review and 
overturn USAC’s decision to recalculate the Company’s SNA support. 

Based on the foregoing, the Company respectfully requests that while this matter 
is k ing  reviewed by the Commission, the SNA support that was taken from the 
Company when USAC retroactively applied the Bureau’s interpretation be immediately 
refunded to the Company. The Company believes that at very least, USAC’s actions 
constituted a change in the rules and should not be applied retroactively. 

Resoectfuh Submitted. pY* 
John Zoucks, General Manager 
Darien Telephone Company, Inc. 

May 2,2005 
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SAC January 3005 Monthly 
Support 

yy";'-=\ 
Universal Service.Administrative Company u u a  ~ 

High Cost & Low Income Division 

. \  K m  Majchcr 
Dimtor. High Cost Suppm Mechanism 

. .  

March 2,2005 

Kenneth Johnson 
Darien Tel. Co. Inc. 
Highway 17 North 
P.O. BOX 575 
Darien.GA31305 

I 

R E  ) 5 

Dear Kenneth Johnson: 

This lettm is written to help companies understand how Safety Net Additive (SNA) 
support will be recalculated based on a recent Federal Communications Commission 
(FCC) clnrification of its des. 

In a January 14,2005 letter to USAC, the FCC clonfied that "SNA support should be 
based O R  the amount calculated for the jirst quali/img year,". which would then be paid 
in the qualifying year and in any of the remaining years of the Rural Task Force (RTF) 
plan in which the High Cost Loop cap is triggered. The FCC u'id its rules did not 
contemplate companies qualifying for SNA support in multiple years and determined that 
'*additional SNA sltould not be available where an incumbent LECmeets the 14 
percent PIS trigger in subseyirentyears." In other words, once a company qualifies 
for SNA support, it  will receive SNA support based on its initial qualification letter in 
any of the remaining years of the RTF plan in which the High &SI Loop cap is triggered. 

The FCC's clatification will q u i r e  USAC to recalculate SNA. support for companies 
that filed subsequent SNA qualification letters ader their initial qwlifiration latter. WICSC 
companies will see a prior period adjustment and a new monthly payment value for SNA 
support beginning with the February 2005 support disbursements that will be received at 
the end of March 2005. The estimated impact to your company is as follows; 

Revised Monthly Support 

220358 $7666.00 %1968.00 

~~ 

20110 L S i r e .  N.W., Suilr ZOO. Washington. DC 2W36 Voicc 201.776.0200 Fux: 202776.0080 
visi! us Online aI; hUpYh.m'mrsal5miwriversa(sarvics.org 

http://hUpYh.m'mrsal5miwriversa(sarvics.org
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220358 

SNA Calculation Lene! 

March 2,2005 
Page 2 

SUPPOfi Total SNA Support Adjustment 
Reeelved to be Reeelved 
(4 (B) @-A) 

$197890.00 $72816.00 -1 25074.00 

-- On n Summary - Gasis (Estimated AdjuAlment from 1" Qua1ifica:iun): 
SAC Total SNA RevisedEstimateof I Estimated SNA 1 

USAC rcgrcts any inconvenience to your company resulting from this modification to the 
SNA calculation. A copy ofthe FCC's January 14,2005 letter can be found on USAC's 
website at w . u  niverra1sem.c e.ore/hc. If you have any questions, please do not 
hesitate to call.USAC's Customer Service Center at 877-877-4925. 

Sincerely. 

Karen Majcher 
Director 
High Cost Support Mechanism 
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Darien Tel Co Inc 
Attn: MS. Mary Lou Chapman 
P.O. BOX 575 
Darlen. GA 313050000 

REVISED 
Page: 1 of 

Company Code: WOO00356 

Statment No.: PS03W80 
Date: Mar 30,2005 

Disbursement Notlflwtlon: 

THIS IS NOT A NECA BILL 
This notification is 10 advise 
you of the currant month's 
disbursement which is being 
made to your company by NECA 

Direct questions to your NEW Regional Industry Relations Office 

Total Balance From March 2005 Statement 

AdJustmento applled to  NECA astlmates of Universal Service Payments:. 

5560518.75 CR 

Safety Net Additive (USAC) 

, Current Net Balance 

16130,772.W 

$429,846.75 CR 

Total Amount due Exchange Carrier $429.846.75 CR 

You Will Receive Above Payment By Mar 31.2005 

THIS IS NOT A BILL - Do NOT REMIT PAYMENT 

These adjustments reflect actual payments received from USAC 
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Graoliks Off 

[Additional Archives] 

What's New Archive - February 2005 

nigh iss:  L50p 5ul)rmrl Introducina: Hiah Cost The FCC Clarifies the Size 
lLocnl Sv,,lclllng S " , ~ ~ O c .  ILECand- CETC G~W!?.S of the Interstate Acces 
L w g  T ~ r i r i  5upixcn (2/18/05) Smar t  fIASj Mechanism 
I-iie^.tdlc AKCI,F Charges to the Safety fs.Taraeted a t  $650 
S..""X. 

Fo;waM Looking Calculation beainning e W-New Archives 

s",,pl" !lCLSi 

Net Additive SuDDort million. (2/7/05) 

Februaw 2005 (2/9/05) Intermre conmmon Line 

Introducing: High Cost ILEC and CETC 
Graphs (ui8/05) 

Now available are graphical comparisons of High Cost Support 
for ILECs and CETCs. These graphs will be updated on a 
quarterly basis. Goto Ouarterlv Graohs. 

LIFL' C"""t xew#~remex!.s 
Conndentiallf" 
ProCCdllre5 

1,;st:U:'sn"ent Daw 

H.gh Cosi Mwei 

5r t . f : i a t .nn  ChCck,tsl 

Changes ,.C H e  S=f=;. Net Additive TOO Of  Paad 

GuesUonr Suppoft Calculation beginning February 2005 (2/9/05) 

In a January 14, 2005 letter to USAC, the FCC clarified that 
"SNA support should be based on the amount calculated 
for the first qualifying year,"which would then be paid in 
the qualifying year and in any of the remaining years of the 
Rural Task Force (RTF) plan in which the High Cost Loap cap is 
triggered. The FCC said i ts rules did not contemplate 
companies qualifying for SNA support in multiple years and 
determined that "additional SNA should not be available 
where an incumbent LEC meets the 14 percent TPIS 
trigger in subsequent years." In other words, once a 
company qualifies for SNA support, it will receive SNA support 
based on its initial qualification letter in any of the remaining 
years of the RTF plan in which the High Cost Loop cap is 
triggered. See letter from FCC to USAC. 

The FCC's clarification will require USAC to recalculate SNA 
support for companies that filed subsequent SNA qualification 
letters after their initial qualification letter. The companies 
affected will receive a letter in February 2005 notifying the 
companies of the impact to their SNA support. 

If you have any questions, please do not hesitate to call 
USAC's Customer Service Center at 877-877-4925 

Report Frau( 
waste and 
Abuse with ( 1 Whistleblowe 
n- 

hnp:Nu~w.universalservice.org/hc/whatsnew/O22OO5 .asp 4/21/2005 
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